Abstract
Introduction
The commercial banking sector in Pakistan is by way of some distance the largest intermediary between savers and traders. It mobilizes the financial savings of the group by using offering more than a few varieties of deposit amenities and financial savings schemes. Resources consequently mobilized are used for lending in more than a few sectors of the economy and for funding in securities and shares. Like industrial banks in different international locations, they also discount exchange costs, drawback ensures, provide remittance facilities and render miscellaneous agency offerings. At present most of the operations of the banks are performed on the groundwork of interest. The stability of the banking procedure is conditional upon the stability of total economic climate. A steady macroeconomic atmosphere contributes to effective and effective progress of saving and funding choice. Suitable macroeconomic measures will have to aid the functioning of the banking method extra above all in the areas of economic stabilization, obvious fiscal policy and monetary policy. The major contributor role of powerful and effective progress in the financial system is performed by the State financial institution of Pakistan and supplies guiding principle to the economic tuition to play their position within the development by means of mobilizing the assets of the economic climate and facilitating the traders. Commercial bank is a sort of financial institution and a form of financial intermediary. A commercial banking is also referred to as industry bank which supplies saving debts, cash market money owed, checking debts and that accepts time deposits. Commercial bank also provides currency exchange, international banking and exchange financing. Commercial banks furnish distinct varieties of loans which incorporate secured loans, unsecured loans, and personal loan loans. An industrial financial institution as an economic college provides a form of services that are useful for industry and basic rationale. Now-a-days business banks are using microfinance as a part of the university considering that of its advantages and the market share gaining.
Literature
Hassan (2016) conducted a research on Nigeria's business banks for checking the outcomes of the interest price. This study is performed over the interval from 2002 to 2013 in Nigeria. Secondary data was used in this research. Central bank of Nigeria was used in this research. Central bank of Nigeria was used for the source of data collection. Federal offices of statics and annual abstract of statistics of national bureau of statistics. In this research there are two types of variables. The dependent variable is business banks deposits. Interest rate and GDP are the independent variables used in this study. Multiple regression model was used in this research. The influence suggests that there's insignificant relationship among the industrial banks deposits and interest rate. Irungu (2013) carried out a research to examine the performance of Kenya's business banks. The investigation observed that there is robust optimistic relationship among interest cost unfold and economic efficiency of industrial banks. In step with the learn, Interest expense unfold effected performance of belonging in banks because it increases the cost of loans changed on the debtors and regulation on curiosity rate had a significant have an impact on belongings nonperformance. Khan and Sattar (2014) conducted a study to investigate the profitability of Pakistani business banks when the interest rate raise & fall. The 4 main Pakistani business banks had been used as a sample on this study. The fiscal statements of banks are used for data assortment from the interval 2008 to 2012. On this research the Pearson correlation system used to be used for the information evaluation. Interest rate is an unbiased variable. This study concludes that there's confident and positive correlation among business banks profitability and interest rate. Kipngetich (2011) made an investigation on Kenya's commercial banks. This study carried out for the investigation of performance of business banks and also the outcome of interest premiums. For the source of knowledge published income assertion of business banks are used. Data was collected from the period of 2006 to 2010. The research suggests that the curiosity rate have insignificant impact on profitability of industrial banks. Malik, Khan, Khan, and Khan (2014) investigated the financial institution's profitability of exclusive and public sectors of Pakistan, when interest rate raise and fall. Public sector banks and 4 nationalized banks are used as a sample of the study. Regression model was used for data evaluation. Interest rate is the independent variable. Data was collected from the year 2008 to 2012. The results of this research conclude that there is a robust have an effect on of interest fee on profitability in personal sector banks in distinction with the general public sector banks. (Okech, 2013) performed an investigation on the outcome of lending charges on the efficiency of industrial banks in Kenya. The be trained viewed administration effectivity and working cost effectivity, in regard to lending interest rate. The gain knowledge of discovered that a weak optimistic relationship among lending changes and efficiency of commercial banks. Wambari and Mwangi (2017) carried out a study on the Kenya's commercial banks to evaluate the results of interest rate on financial performance. In this research secondary data were used. In this research an explanatory and a censes research design were used of 43 commercial banks in Kenya. For the evaluation of data linear regression model used to be used. The SPSS method version20 was used for applying test on data. Data was collected from the year 2002 to 2014. There may be positive relation among landing rate ratio and economic efficiency of commercial banks. This research additionally showed that terrible relationship among deposit interest rate ratio and financial institution performance.
Data collection source used in this Research
There are two types of research primary and secondary. The primary research is based on the word and the secondary research are based on the figures. The two method of research qualitative and quantitative. In this paper researcher used the quantitative method to examine the relationship among the interest rate and banks profitability. On this paper use the secondary data and collect the data from the Annual report of 4 commercial banks (MCB Bank, Bank Alflah, Faysal Bank, Askari Bank) from the year 2008 to 2017.
Methodology
The Pearson correlation Process is used to examine the relationship among interest rate and banks profitability. A correlation is a quantity inside the range -1 and +1 that measure the relationship among two variables named are dependent and independent variables. If the result is optimistic between two variables its implies that there is a direct relationship amongst them but when the result is negative between two variables (dependent and independent) its mean that thair is an inverse relationship amongst them. Thus process is used to check the relationship among interest rate and banks profitability. Data collected from the bank's annual reports from (2007 to 2018)
Model: Independent Variable Dependent variable
Interest rate Banks Profitability
In this paper found that the optimistic result 0.179 between two variables dependent variables banks profitability and independent variable interest rate. This result shows that the direct relationship among interest rate and banks profitability.
Conclusion
The basic purpose of this investigation to check the relationship among interest rate and banks profitability. Annual reports of 4 main commercial banks named are (Askari bank, Alflah bank, Faysal bank, mcb bank) are used for data collection. Data are gathered from the period 2008 to 2017.These annual reports are issued by the state banks of Pakistan. The independent variable is interest rate and dependent variable is banks profitability. The Pearson correlation process is used to examine the relationship among interest rate and banks profitability. In this investigation obtain the optimistic and direct relationship among interest rate and banks profitability. On the interest rate high and low the bank's profitability also effected. When the banks charged high interest rate from their customers then they obtain higher profitability and vice versa.
